
SESSION LAWS 

of the 

STATE OF MINNESOTA 

ENACTED BY THE SEVENTY-SIXTH LEGISLATURE 

AT THE 1989 FIRST SPECIAL SESSION 

SEPTEMBER 27 TO SEPTEMBER 29, 1989 

CHAPTER 1--H.F.No. 1 

An act relating to the financing and operation of government in Minnesota; changing 
tax rates and bases; modifying the administration, collection, and enforcement of taxes; 
imposing taxes; creating tax exemptions; changing the computation, administration, and 
payment of aids, credits, and refunds; providing new aids and credits; making technical 
corrections and clarifications; changing proposed property tax notice provisions; changing 
levy limits and other local government powers and duties; allowing certain units of local 
governments to impose taxes; changing tax increment financing provisions; providing that 
the state will be supplier of gambling equipment; authorizing establishment of an economic 
development authority in the city of Otsego and in Kandiyohi county; exempting Itasca 
county from a levy limit penalty and authorizing a special levy; modifying the levy authority 
of the Red River watershed management district; authorizing an appropriation by Aitkin 
county; providing for payment of certain aid to the cities of Falcon Heights and Lauderdale; 
extending the duration of tax increment financing districts in the cities of Moorhead and 
Chanhassen; exempting a redevelopment district in the city of Minneapolis from certain 
requirements; allowing certain cities or towns in Pine county to become part of the North 
Pine area hospital district; granting certain powers to towns; modifying certain bond alloca- 
tion procedures; requiring studies of state and local finance issues; requiring the governor to 
recommend spending reductions; setting the amount of the budget reserve; establishing plans 
and programs to reduce waste generated, recycle waste, develop markets for recyclables, 
address materials that cause special problems in the waste stream, prevent, control, and 
abate litter, inform and educate the public on proper waste management; requiring a mecha- 
nism to fund certain mental health services; providing procedures for allocating costs of 
certain human services between the state and county agencies: imposing penalties; appro- 
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priating money; amending Minnesota Statutes 1988, sections 3.885, subdivisions 3, 5, and by 
adding subdivisions; 3.982; 6.62, subdivision 1; 10A.31, subdivision 5; 16A.15, subdivision 6; 
18.023, subdivision 8; 60A.14, subdivision 1; 60A.15, subdivision 1; 60A.19, subdivision 6; 
110B.15, subdivision 4; 115.34, subdivision 1; 115A.03, subdivision 25a, and by adding 
subdivisions; 115A.072; 115A.15, subdivision 5, and by adding subdivisions; 115A.46, by 
adding a subdivision; 115A.48, subdivision 3, and by adding a subdivision; 115A.915; 115A. 96, 
subdivision 2, and by adding a subdivision; 116.07, by adding a subdivision; 116K.04, by 
adding a subdivision; 124.42, subdivisions 1 and 4; 124.83, subdivision 1; 124A.26, subdivi- 
sion 1; 129A.06, subdivision 2; 145A.08, subdivision 3; 164.041; 256.736, subdivision I3; 
256B.091, subdivision 8; 256B.19, subdivision 1, and by adding a subdivision; 256D.03, 
subdivision 6; 256G.0I—, subdivision 3; 256G.05; 2560.07,‘ 256G.10; 256G.11,' 270.067, subdi- 
visions 1 and 2; 270.11, subdivision 2; 270.12, subdivision 3, and by adding a subdivision; 
270.13; 270.18,‘ 270. 77; 270.82; 270.84; 270.85; 270.87.‘ 272.02, subdivision 4, and by adding 
subdivisions; 272.025, subdivision 1; 272.115, subdivision 1; 273.064; 273.065; 273.111, sub- 
division 4; 273.123, subdivisions 4, 5, and 7; 273.13, subdivisions 21a, 24, 25, 31, and by 
adding subdivisions; 273.1392; 273.1398, subdivisions 2, 3, and by adding subdivisions; 
273.33, subdivision 2; 273.37, subdivision 2; 274.14; 275.065, subdivisions 1, 3, 4, 6, 7, and 
by adding subdivisions; 275.07, subdivision 1, and by adding a subdivision; 275.08, subdivi- 
sions 2 and 3; 275.124; 275.125, subdivision 18; 275.15; 275.16; 275.29; 275.50, subdivision 
5; 275.51, subdivisions 3f 3h, 3i, 3j, 4, 6, and by adding a subdivision; 275.58, subdivisions 
2 and 3; 276.01; 276.04, subdivisions 2 and 3; 276.09; 276.10; 276.11, subdivision 1; 277.01, 
subdivision 1; 277.02; 277.05; 277.06; 277.13,‘ 284.28, subdivisions 4 and 7; 287.29; 290.01, 
subdivision 29; 290.02; 290.05, subdivisions 1 and 2; 290.06, subdivisions 1, 21, and by 
adding a subdivision; 290.067, subdivision 2, and by adding a subdivision; 290. 091, subdivi- 
sion 2, and by adding a subdivision; 290.095, subdivision 2, and by adding a subdivision; 
290.17, by adding a subdivision; 290.21, subdivision 4; 290.35, subdivisions 1, 4, and by 
adding a subdivision; 290.37, subdivision 1; 290.38; 290.92, subdivision 21, and by adding a 
subdivision; 290.934, subdivision 3a; 290A.04, subdivisions 2, 2h, 3, and by adding subdivi- 
sions; 290A.07, subdivision 2a; 295.34, subdivision 1; 297A.01, subdivision 3; 297A.02, subdi- 
vision 2; 297A.15, subdivision 5, and by adding a subdivision; 297A.25, subdivision 3, and by 
adding subdivisions; 297A.257, subdivision 1; 297A.39, by adding a subdivision; 298.01, by 
adding subdivisions; 298.28, subdivisions 6 and 12; 298.282, subdivision 3; 298.39; 298.396; 
325E.115, subdivision 1; 349.12, subdivision 19, and by adding subdivisions; 349.16, by 
adding a subdivision; 349.212, subdivisions 1, 2, 4, and‘ by adding a subdivision; 349.2127, 
subdivision 4, and by adding a subdivision; 353A.10, subdivision 3; 360.037, subdivision 2; 
368.01, subdivision 14; 373.40, subdivisions 1 and 2; 375.18, by adding a subdivision; 386.015, 
subdivision 5; 400.08, by adding a subdivision; 412.221, subdivision 22; 414.01, subdivision 
15; 444.075, subdivisions 1 and 4; 444.16; 444.17; 444.18; 444.19; 444.20; 447.34, subdivision 
1; 447.35; 465.73; 469.167, subdivision 2; 469.171, subdivision 7, and by adding a subdivi- 
sion; 469.174, subdivisions 10, 16, 17, and by adding a subdivision; 469.175, by adding a 
subdivision; 469.176, by adding a subdivision; 469.177, subdivisions 6 and 10; 469.190, 
subdivisions 2 and 3; 471.572, subdivision 2; 471.74, subdivision 2; 471A.03, subdivision 4; 
473.149, subdivision 1; 4 73.167, subdivision 4; 473.249, subdivision 2; 473.446, subdivision 8; 
473.711, subdivision 5; 473.803, subdivision 1; 4 73.87; 47317.05; 4 73F.06,' 473F.07, subdivi- 
sions 1, 2, and 5; 47317.08, subdivisions 3, 3a, 5, and by adding a subdivision; 473F.09; 
4 73H.10, subdivision 3; 474A.061, subdivisions 1, 2, and 4; 4 74A.091, subdivisions 2 and 3; 
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475.74; 475.754; 477A.011, subdivisions la, 3, 3a, 20, and by adding subdivisions; 477A.012, 
by adding subdivisions; 477A.0I3, subdivision 3, and by adding subdivisions; 477A.014, 
subdivision 1; 508.75; 508.76; 508.77; 508. 78; 508.79; 508.82; 508A. 76; 508A.77; 508A.78; 
508A. 79; 508A.82; Minnesota Statutes 1989 Supplement, sections 16.4.1541; 115A.12, subdi- 
vision 1; 115A.46, subdivision 2; 121.904, subdivisions 4a and 4e; 124.2131, subdivision 1; 
124.243, subdivision 3; 124.244, subdivision 2; 124.83, subdivision 4; 124A.03, subdivision 2; 
124A.23, subdivision 1; 256.82, subdivision 1; 256.871, subdivision 6; 256.935, subdivision 1; 
256B.041, subdivision 5; 256D.03, subdivision 2; 256D.051, subdivision 6; 256D.36, subdivi- 
sion 1; 2560.02, subdivision 4; 270.12, subdivision 2; 272.02, subdivision 1; 273.061, subdivi- 
sion 1; 273.1104, subdivision 2; 273.119, subdivision 2; 273.124, subdivision 6; 273.13, 
subdivisions 22 and 23; 273.135, subdivision 2; 273.1391, subdivision 2; 273.1398, subdivi- 
sions 1, 5, and 6; 275.07, subdivision 3; 275.125, subdivisions 5, 5b, and 9; 275.14; 275.28, 
subdivision 1; 275.58, subdivision 1; 287.12; 290.01, subdivision 19c; 290.015, subdivisions 3 
and 4; 290.05, subdivision 3; 290.06, subdivision 2c; 290.0802, subdivision 1; 290.17, subdivi- 
sion 2; 290.191, subdivision 6; 290.92, subdivision 4b; 297A.25, subdivisions 11 and 16; 
297A.44, subdivision 1; 298.282, subdivision 2; 349.12, subdivision 11; 349.15; 349.161, 
subdivision 1; 349.163, subdivision 3; 349.19, subdivision 6; 349.214, subdivision 2; 357.021, 
subdivision Ia; 373.40, subdivision 6; 412.251; 426.04; 469.033, subdivision 6; 469.174, 
subdivision 7; 469.175, subdivisions 3 and 7; 469.176, subdivisions 1 and 6; 469.190, subdivi- 
sion 1; 471.1921; 473.882, subdivision 3; and 477A.013, subdivision 1; Laws 1976, chapter 
162, section 1, as amended; Laws 1986, chapter 399, article 1, section 1; Laws 1987, chapter 
268, article 6, section 54, as amended; 1988, chapter 719, article 1, section 22; and article 12, 
section 29, as amended; Laws 1989, chapter 282, article 5, section 133; chapter 329, article 1, 
section 17, subdivision 2; article 2, section 8, subdivision 2; and article 5. section 21, subdivi- 
sions 2 and 3; and chapter 335, article 3, sections 54, subdivision 8; and 58, as amended; 
proposing coding for new law in Minnesota Statutes, chapters 3; 16B; 115A; 124; 173; 256; 
273; 274; 290; 290A; 297A; 325E; 349; 469; and 473; reenacting Minnesota Statutes 1988, 
section 256D.051, subdivision 6a; repealing Minnesota Statutes 1988, sections 3.981; 3.983, 
as amended; 134.34, subdivision 6; 245.775; 270.81, subdivision 5; 273.135, subdivision 2a,- 
273.1391, subdivision 2a; 275.065, subdivisions 2 and 5; 275.11; 275.50; 275.51; 275.54; 
275.55; 275.56; 275.561; 275.58; 290.092, subdivision 5; 290A.04, subdivision 2h; 349.2121, 
subdivision 4; 471A.04; 477A.011, subdivision 24,- 477A.013, subdivision 4; Laws 1989, chap- 
ter 282, article 5, section 133, subdivision 1. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

ARTICLE 1 

STATE-LOCAL FINANCE REFORM 
Section 1. STATEMENT OF POLICY. 
_T_1_1_e legislature finds _t_1_1g’§ Minnesota’s system 

g‘ 
state government support _<_)_f 

Lo__c_a_1 government operations pap helped 1_oc_al governments t_o provide needed 
lcpal services and t_o_ p9Ld_ down property jt£e_s pg Q substantial reform o_f 
Minnesota’s state-local finance system is _I_19fl needed. 
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llg legislature further _fi_1_1§ tl_1_a_t a system o_f state-local finance E properly 
allocates funding between tl_1§ state apd political subdivisions @ distribute 
state assistance more eificiently fld fairly, gig contribute t_o a more equitable 
distribution pf E burden among individuals based upon ability pg pgy,@ 
encourage cost-eflicient operations by both state government gfli political subdi- 
visions, @ hold state government £1 political subdivisions accountable _f_qg 

flip services th_ey provide g11_d finance, wig provide stability 39 Q13 property ’ta_x 
apglgal gig systems gpgg pelp _t_g ensure jth_e financial stability g1n_c1 lcpal 
governments, @ have more understandable state 1 gig mandates, Q1 wig 
serve _t_9_ reduce overall state £1 local costs jg program delivery. 

Sec. 2. [3.881] DEFINITIONS. 
Subdivision 1. GENERALLY. _F_o5 pugposes o_f E article,‘ tire following 

terms have 1:h_e meanings given them. 

Subd. A POLITICAL SUBDIVISIONS. “Political subdivisions” agg coun- 
t_ie_s, cities, towns, school ‘districts, E other local government jurisdictions t_o 
which t_h_e _s_ta;e provides @ E g Q which tl1_e state imposes state mandates. 

Subd. §_. STATE AIDS. “State aids” E programs py which state govern- 
ment provides financial assistance t_o political subdivisions 3; assist jtpe_n_1 i_p 

$=1i_\rc.I_1';1.*s.r2gl;li<2scrvices t9m1aI_@p;1_bE§1@.e§;mtt_oL€:<1_u@i31"_0r:<=_r1x 
taxes. These programs include both state funding provided Q connectionE fie mandates agl other gtp financial assistance programs thit 512 pg; involve 
g_a_tp mandates. 

I A

~ 
Subd. g1_. STATE MANDATES. “State mandates” grg §h_o_sp programs 9&1 

procedures reguired py §t_a‘§ @ gt g_u_le_ t_o Q financed, delivered 9; performed 
py political subdivisions. State mandates include federal programs _tp t_l_1§ extent 
t_h_e_ state elects £9 impose them _a§ mandates 9p political subdivisions pp; does 
p_o_t include federal mandates E which there _i_§ pg substantial state discretion.

~ 
Subd. i NONPROGRAM MANDATES. “Nonprogram mandates” g 

those state mandates which apply egually 39 private entities _ar_1_(_1 political subdi- 
visions g which relate 19 I_l_1§_ ppsig organization _a_1_n_c_1 institutional operation o_f 
political subdivisions. Nonprogram mandates include, E fig Q limited _t_o_, 

reguirements relating t_o; 

Q) t_h_e implementation o_f generally applicable health gpgl safety standards, 
provided that nonprogram mandates Q9 _r_1_9_t_ include reguirements relating tp 
recycling, wastewater treatment, and hazardous and solid waste disposal; 

Q) E provision pf services by licensed 53 credentialed persons g institu- 
tions' . .._.._._2. 

(A) th_e holding o_f elections Q offices other than national and state oflices; 
New language is- indicated by underline, deletions by st-rileeeut.
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9) mt; .__gh01din 9_f 1>.___ub1iC __£._meetin S M 3112 SEE 21." Era £9 th_e m1_1fli_0 i_n 
connection with those meetings; 

(Q) th_e_ collection gf taxes gfli other revenues; 

(1) t_l_1_g preparation _o_f financial audits z_1n_d other reports required py Qt; 
state; 

Q) ply; collection creation, reception, maintenance, o_r dissemination o_f 
public data; 

(_9_) collective bargaining, binding arbitration with public employees, Q1 
eguity, comparable wortl; and other provisions affecting terms and conditions 
o_f public employment; 

pg) competitive bidding apc_l other provisions relating t_o Q; execution 9_f 
public contracts; 

gm t_l§ protection pf t_h_e_ public from illegal o_r unethical actions py local 
public officials‘ a_n(_l 

Ll__2_) the enforcement gr_1_c_l administration o_f discretionpg local ordinances 
arid rules. 

Subd. 6. PROGRAM MANDATES. “Program mandates” £9 those state 
mandates other than nonprogram mandates. 

Subd. L STATE PROGRAMS. “State programs” gg programs operated pg 
state agencies 9; authorities E Q; _Ig)_t state mandates g state aids. 

Sec. 3. [3.882] POLICIES FOR REVIEWING THE FUNDING OF STATE 
AIDS AND MANDATES. 

Subdivision L GENERAL PRINCIPLES. Lie following general principles 
shall guide state-local finance reform Q Minnesota. 

(3) State resources should finance a_ll 9_1_‘ most 9_f t_l1e_ cost o_f program man- 
dates. 

(:3) Political subdivision resources should finance a_ll g most pf plig cost 9_t_‘ 
nonprogram mandates and those local programs that age n_ot state mandates. 

(Q) A combination o_f state and political subdivision resources should finance 
certain programs that, because pf their purpose, extent, pr cost, 3 shared 
responsibilities o_f flip state and tlg political subdivisions. 

’ 

(_c_l_) lp order _t_q accommodate wealth disparities among Minnesota’s political 
subdivisions $1 income disparities among individua_lr>, tl1_e spaig should assist 
political subdivisions _i_p providing Q @ lLe_l o_f services Q levels pf 1_(£8._1_ 
taxation that are not excessive. 
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Subd. L POLICY FOR FUNDING PROGRAM MANDATES. Preference 
fpi; higher proportions 91‘ state funding should 3 given t_o those program r_na_r1-_ 

having tfi grit specific £4 extensive requirements, th_at permit _t_l3§ lggst 
amount pf discretion by local public oflicials, 2_1_rpd_ final relate primarily t_oQ 
_i_c_§§ tp individuals rather M services t_o gg property. Preference f_o; lesser 
proportions pf state funding shall 13 given t_o those program mandates which 
tend n_ot Lg meet ’th_e preceding criteria all Q which program effectiveness, 
fairness, £1 cost-efliciency @ likely Q greater w_it_h financial» participation py 
political subdivisions.

' 

Sec. 4. Minnesota Statutes 1988, section 3.885, is amended by adding a 
subdivision to read: 

Subd. g TASK FORCE. _I_7_c_); tpg pugpose pf implementing tl1_e review pf 
_st_§§_ _a_i_(_1_s E state mandates required under subdivision Q, paragraph §_c1)_, th_e 
commission must designate g ioint legislative @< t_o advise gpg make 
recommendations t_o ’ch_e commission regarding th_e review o_f state gig programs. 

Sec. 5. Minnesota Statutes 1988, section 3.885, subdivision 3, is amended 
to read: 

Subd. 3. STAFF. (a) The commission may: 

(I) employ and fix the salaries of professional, technical, clerical, and other 
staff of the commission; 

(2) employ and discharge staff solely on the basis of their fitness to perform 
their duties and without regard to political afliliation; 

(3) buy necessary furniture, equipment, and supplies; 

(4) enter into contracts for necessary services, equipment, office, and sup- 
plies; 

(5) provide its staff with computer capability necessary to carry out assigned 
duties. The computer should be capable of receiving data and transmitting data 
to computers maintained by the executive and judicial departments of state 
government that are used for budgetary and revenue purposes; and 

(6) use other legislative staff. 

(b) Llie commission mpy _h_igg in executive director gpgl delegate gr_1y pf it_s 
authority under paragraph (3) t_o E person. % executive director _l_)_e 

appointed l_3y th_e £1 vice-chair Q a_t four-year te_rrn, i_n th_e 
unclassified service, Q g subject t_o removal by 3 majority fire gtlg members 
o_f either tl1_e senate O_1‘ th_e house o_f representatives. 

(Q The legislative coordinating commission shall provide oflice space and 
administrative support to the committee. The state planning agency shall report 
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to the committee, and the committee may make recommendations to the state 
planning agency. 

Sec. 6. Minnesota Statutes 1988, section 3.885, subdivision 5, is amended 
to read: 

Subd. 5. DUTIES. (a) The commission shall: 

(1) provide the legislature with research and analysis of current and project- 
ed state revenue, state expenditures, and state tax expenditures; 

(2) provide the legislature with a report analyzing the governor’s proposed 
levels of revenue and expenditures for biennial budgets submitted under section 
16A.1l as well as other supplemental budget submittals to the legislature by the 
governor; 

(3) provide an analysis of the impact of the governor’s proposed revenue 
and expenditure plans for the next biennium; 

(4) conduct research on matters of economic and fiscal policy and report to 
the legislature on the result of the research; 

(5) provide economic reports and studies on the state of the state’s econo- 
my, including trends and forecasts for consideration by the legislature; 

(6) conduct budget and tax studies and provide general fiscal and budgetary 
information; 

(7) review and make recommendations on the operation of state programs 
in order to appraise the implementation of state laws regarding the expenditure 
of funds and to recommend means of improving their efliciency; 

(8) recommend to the legislature changes in the mix of revenue sources for 
programs, in the percentage of state expenditures devoted to major programs, 
and in the role of the legislature in overseeing state government expenditures 
and revenue projections; and 

(9) make a continuing study and investigation of the building needs of the 
government of the state of Minnesota, including, but not limited to the follow- 
ing: the current and future requirements of new buildings, the maintenance of 
existing buildings, rehabilitating and remodeling of old buildings, the planning 
for administrative offices, and the exploring of methods of financing building 
and related costs; grid 

(Q) conduct g continuing study pf state-local finance, analyzing agi making 
recommendations jtp _tl1_e_ legislature Q issues including levels _o_f st_at_e support Lg; 
political subdivisions, basic levels pf local need, balances gt: local revenues all 
QLt_g1_s, relationship pf l_opgl taxes tp individuals’ ability 19 gay, §_n_d financial 
reporting by political subdivisions. Lr_1 conducting gig study, §l_i_e commission 
_s_l_1_a_ll consult @ tpg governor, @ E‘ o_f executive branch agencies, gr;E 
governor’s advisory commission pp state-local relations. 
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(b) In performing its duties under paragraph (a), the commission shall con- 
sider, among other things: 

(1) the relative dependence on state tax revenues, federal funds, and user 
fees to support state-funded programs, and whether the existing mix of revenue 
sources is appropriate, given the purposes of the programs; 

(2) the relative percentages of state expenditures that are devoted to major 
programs such as education, assistance to local government, aid to individuals, 
state agencies and institutions, and debt service; and 

(3) the role of the legislature in overseeing state government expenditures, 
including legislative appropriation of money from the general fund, legislative 
appropriation of money from funds other than the general fund, state agency 
receipt of money into revolving and other dedicated funds and expenditure of 
money from these funds, and state agency expenditure of federal funds. 

(c) The commission’s recommendations must consider the long-term needs 
of the state. The recommendations must not duplicate work done by standing 
committees of the senate and house of representatives. 

The commission shall report to the legislature on its activities and recom- 
mendations by January 15 of each odd-numbered year. 

The commission shall provide the public with printed and electronic copies 
of reports and information for the legislature. Copies must be provided at the 
actual cost of furnishing each copy. 

Sec. 7. Minnesota Statutes 1988, section 3.885, is amended by adding a 
subdivision to read: 

Subd. MANDATE, STATE AID, AND STATE PROGRAM REVIEWS. 
(Q) I_l§=._ commission gigll, igfitgg consultation _w_it_l; gig governor £1 E th_e 
chairs _o_f tm standing committees o_f flip legfiature, select mandates E state 
programs f9_r review. When selecting mandates, state aids, g state programs _t_g 
be reviewed, _t_l_1_§ commission shall gilt; priority Q those Q13; involve state 
payments gg local units pf government. 

(1)) The governor i_s responsible 3;; gig performance o_f @ reviews. Staff 
from affected ggencies, staff from ’ch_e department <_)_f finance £1 Q state plan- 
ning agency, £1 legislative staff shall participate i_n th_e reviews. 

(Q) A; tl1_e direction <_)_i_' t_h§ commission, reviews o_f state programs shall 
include: 

Q) 2_1 precise and complete description o_f @ program,‘ 
Q) t_l1e_ need tl1_e program intended t_o addrgsg, 
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Q) _t_h_e recommended goals _ar_1_c1 measurable objectives pf 1;_l_1_e_ program t_o 
meet those needs;

~

~ 

~~

~ 

(1) program outcomes gpq measures which identify: 

(1) results i_n meeting stated needs, goals, gig objectives; 

(fl) administrative efficiency, which when appropriate, shall include number 
91‘ program staff‘ app clients sewed, timeliness i_n processing clients and rates and 
administrative cost gs _a percent _o_f total program expenditures; 

~~ 

~~

~ 

giiij unanticipated program outcomes; 

(i_v) program expenditures compared with program appropriations; 

(1) historical g)_s_t trends _a_r_id_ projected program growth, including reasons Q fiscal pg program growth, _fp_1; gll levels _o_f government involved Q E 
program; 

(v_i) i_f rules 9_x_‘ guidelines pi; instructions have been promulgated Q g pro- 
gram, _a review 

gg‘ their efficacy i_n helping tp meet program goals and objectives 
and _i_1_1_ administering Qp program Q _a cost-effective way; and ~~ 

~ 

~~ 

~~ 

~ 

~ 

~ 

~~ 

~~ 

~~~ 

~~ 

~~~

~ 

jviij guality control monitoring fl sanctions including _a review 9_f 1;l1_e level 
o_f training, experience, skill, fl standards o_f staff; 

(_5_) recommended changes i_n gt; program that would lead _tp it_s policy 
objectives being achieved more efficiently pg effectively, Q‘ g lower cost; _a_np1 

(_6_) additional issues reguested l_)y gig commission. 

(Q) _'[__l;e following state aids £1 associated state mandates shall pp reviewed: 
(_1_) local aids gppl credits including local government aid, homestead and 

agricultural credit aid, disparity reduction aid, taconite homestead credit and 
aids, m_x increment financing, £1 fiscal disparities; 

Q) human services aids including community health services aids, correc- 
tional program aids, and social service program and administrative aids; 

(_3_) elementary glg secondary education E including school district gener- 
gl fu_n<_l girls pr_1c_l levies, school district capital expenditure fund gig % levies, 
school district d_e_l_)_t service fund gig gig levies, Ed school district community 
service §u_r;d iris agd levies; gI_1§_ 

(3) general government aids including natural resource aids, environmental 
protection aids, transportation aids, economic development aids, and general 
infrastructure aids. 

(9) At jt_l_1p direction o_f tl1_e commission, th_e reviews pf state aids and state 
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mandates involving state financing o_f local government activities listed i_n para- 
graph (Q) shall include: 

Q) tl_1p employment status, wages-, and benefits o_f persons employed i_n 

administering ’th_e programs; 

Q) 1:_l_1p desirable applicability pf state procedural laws apt; rules‘, 

Q) methods fQ increasing political subdivision options Q providing their 
share, _if any, o_f program costs; 

(3) desirable redistributions Q‘ funding responsibilities fQ Qe programQ 
th_e time period during which Qty recommended funding distribution should 
occur;

" 

§_5_) opportunities Q reducing program mandates and giving political subdi- 
visions more flexibility i_n meeting program needs; 

(Q) comparability Q‘ treatment o_f similar units o_f government; 

(1) t_h__e effect 9_f tl1_e state ai_d Q mandate ,O_I1_ th_e distribution pft21_x burdens 
among individuals, based upon ability tp pay,‘ 

Q) coordination o_f ’th_e payment Q allocation formula with ‘other stateE 
programs; 

(2) incentives that have been created _1:Q local spendlgg decisions, Q51 
whether flip incentives should Q changed; 

$10) ways Q which political subdivisions have changgg. their revenue-raising 
behavior since receiving these grants‘, and 

$11) consideration Q‘ flip program’s consistency with E policies peg forth i_n 
section 3. 

' 

_
. 

(Q Each review shall also include Q assessment o_f E accountability o_f a_l_l_ 
government agencies that participate Q administration pf t_h_g program. 

(g) Each review that i_s intended _t_q peg considered i_n 1;h_e development Q‘ th_e 
governor’s budget recommendations Q th_e following year shall Q completed 
and submitted to the commission no later than November 15. 

Sec. 8. Minnesota Statutes 1988, section 3.885, is amended by adding a 
subdivision to read: 

Subd. ]_. FUNDS FOR STATE AID RESTRUCTURING. Q Q comple- 
tipp Q‘ a review pf 2_1 E E Q s_ta_t_e_ mandate under subdivision _6_, th_e gover- E determines tlipt mp program should ‘pp abolished Q changed i_n a manner 
tpzp would increase, decrease, Q redirect tlg E E i_s peg under ghp program, 
t_l}_e_ governor rppy recommend @ change t_o_ thg commission. _I_f tl1_e commis- 
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Q agrees gith thet recommendationt tlg governor shall include th_e change Q 
hie he_x_t budget presented t9_ the legislature under section l6A.l1. I_ft_h_e ggtcheg 
upon recommendation jg t_o abolish t_h_e §_tt1te Q program Q tg reduce’ the 
amount Q would otherwise IQ recommended hut expenditure Q tl1_e ptpggtrh, 
t_he budget must designate the amount Q would Q been recommended f_ot' 
expenditure, Qg reserve thQat amount h1_ _a_ etzfi a_ig_ account. IQ governor h1_ay 
make specific recommendations Q expenditure from the gccount o_nly f_o§ hthg Q E programs gh general property tag relief. tt‘t;l1_e recommendation hy tl1_e 
governor ghc_1 the commission Q gt efle etfi program _i_s t_o_ increase t.11_e amount 
t_o_ he expended, thht amount must he financed within _t_h_e budget submitted t9 
the tegi_s_lature i_p accordance Q section 16A.l1. 

Sec. 9. Minnesota Statutes 1988, section 3.885, is amended by adding a 
subdivision to read: 

Subd. 8, POLITICAL SUBDIVISION REPORTING. _l\_Ip l21_te§ tl_1Q Novem- Q g, 1990, the commission §hh1_l make recommendations t_o appropriate stand- 
i_rtg committees o_f _the legislature Q Qt changes i_n uniform accounting Q1 
_fi_n§ncial reporting methods necesggy _tp assure public g_ng legislative oversight 
gt‘ expenditures ht/ cities, counties, towns, ffl special service districts. IQ 
recommendations sfl consider opportunities Q on-line access hy appropriate 
state ofiicers t_o political subdivision accounts. Q preparing these recommenda- 
tions, th_e_ commission Qgh consult with the etafi auditor, the legislative auditor, 
and the commissioners of finance and revenue. 

Sec. 10. Minnesota Statutes 1988, section 3.982, is amended to read: 

3.982 FISCAL NOTES FOR STATE-MANDATED ACTIONS. 
Whenthesteteprepesestemanéatethataleealageneyerseheeldistriet 

thebealageneyerseheeldistHateineufeestsmandatedbythesmte;efiseal_ 
netesh&Hbepreparedasprevidedinseetien3:98;subdivisien2;enémade 

inseetien-3:98-3;afisealneteneednetbeprepared= 

When a bill proposing a Q Q expanded mandate Q g political subdivi- 
sigh is introduced and referred to a standing committee, the ebair ef the stand- 
ingeernmi-ttee' te=wlnela' thebillisreferredshallreefuestt-he&pprepri&te' st-ate 

ageneyerdepartmentteprepareafisealnetebeibretlaebiflisheeréinthe 
eemna-i~ttee= Befiareaprepesedmandateisissuedi-naneaeeeutiveerdergthe 
gevernererappmpriateageneyheadassignedbythegevemershaflprepafethe 
fisealneteandmakeita=vailabletethepablie:@Qp_f_<Ehafl'ected depart- 
m_e_r_1t _0_I_‘ agency _o_f_tQ state government Qt prepare 2_1 fiscal hpte identifying th_e 
projected hspa_l impact 9_f_' fie Q1 Q sthe government _2Qi_ Q t_h_e affected 
political subdivisions. IQ commissioner 9_f finance ehah IQ responsible Q 
coordinating the _fi_sha_l Que process, he; assuring th_e accuracy gpg completeness 
9_f hie hgte, a_1_1_d fig; ensuring thg _l_i_sc_21l notes E prepared, delivered, Q1 
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updated gs provided i_n E section. Lite fiscal Qe shall categorize mandates a_s 
proggam g nonprogram mandates gpg ghgl include estimates o_f th_e 1e_vy impacts 
o_f tl1_e mandates. E th_e extent Q ’th_e @ would impose Q Q obligations Q political subdivisions, tl1_e Qua Q indicate ’th_e efforts made t_o reduce 
those obligations, including consultations made pvit_h_ representatives o_f ’th_e polit- Q subdivisions. Chairs o_f legislative committees receiving Q Q rereferrals fQ p_tl_1e_r legislative committees fly request Q fiscal notes 3 amended tp 
reflect amendments made t_o Q @l1_s py prior committee action. Preparation o_f 
me _fis_c2;l_ notes required Q th_is section shall pg consistent Q section §_._9__8_. ”_l“_l_1_e 

commissioner o_f finance Qa_ll periodically report _t_o_ _a_rQl consult Q _t_h_e legisla- 
tii commission Q planning Q Q policy Q ’th_e issuance o_f“tl1_e notes. 

Sec. 11. STATE AIDS TO LOCAL GOVEIINMENTS. 
_'l;l_1§_ commissioner pf revenue shall submit tp th_e governor, the legislative 

commission Q planning _a_r;(_l fiscal policy, jtfi taxes committee 9_f fie house _o_f 
representatives, Q1 Q taQes Q1 Q Q committee o_f th_e senate py January 
Q, 1991, recommendations Q amendments 19 t_l3_e_ formulas 131 which state 
government provides local government Q t_o cities. Lire legislative commission Q planning pig fiscal policy shall provide Q a representative expenditure study 
o_f alternative means tp assess _t_1_1§ relative service needs pf cities, coun- 
tifi, towns, apt} school districts py November 1; 1990. 1113 results pf _t_l_1i_s_ study 
r_n_2_1y Q pspg py _t_h§ commissioner o_f revenue ip preparing recommendations Q 
state a_ig§ tp local governments. 

Sec. 12. APPROPRIATION. 
There _i§ appropriated t_o th_e legislative commission Q planning §p_d_ fiscal 

policy _tl1<_: sum pf $600,000 §o_r t_1;§ period ending June Q, 1991, t_o Q used t_o 
perform ’th_e duties imposed under pl_1_i_s article. 

There i_s appropriated t_o th_e commissioner o_f finance Q9 Q pf $100,000 Q fl1_e period ending _J_u_r§ _3;(_)_, l9_9_1 Q fig purpose o_f implementing ’th_e provi- Q o_f section _1_0_. flip approved complement 9_f1;l1_e department o_f finance i_s 
increased py t_vLq positions. 

Sec. I3. REPEALER. 
Minnesota Statutes 1988, sections 3.981 Q1 3.983, gs amended, pg repealed. 
Sec. 14. EFFECTIVE DATE. 
Qis Q i_s th_e Qy following Q enactment. 
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ARTICLE 2 

PROPERTY TAX CLASSIFICATION 

Section 1. Minnesota Statutes 1988, section 273.13, subdivision 21a, is 

amended to read: 

Subd. 21a. THE €—ArP-A:€¥l‘—¥ CLASS RATE. In this section, wherever the 
“tax eapaeity class gag” of a class of property is specified without qualification 
as to whether it is the property’s “net tax eapaeit-y class _rgt_e” or its “gross ta-x 
eapaeity _c_l_a_s§ gape,” the “net tax eapaeit-y 9_la_s§ pg” and “gross ta-x eapaeityE 
rate” of that property are the same as its “tax eapaeit-y class _1_‘a_t(3_.” 

Sec. 2. Minnesota Statutes 1988, section 273.13, is amended by adding a 
subdivision to read: 

Subd. 21b. TAX CAPACITY. fig) Gross t_a)g capacity means t_l;§ product o_f Q appropriate gross class rates Q E section fig market values. 
(p) _I§I_§t t_a3(_ capacity means gl_1e_: product gffl1_e_ appropriate pg; class rates _i1_1_ 

t_l_1_i_s_ section gt_n_d market values. 

Sec. 3. Minnesota Statutes 1989 Supplement, section 273.13, subdivision 
22, is amended to read: 

Subd. 22. Class 1. (a) Except as provided in subdivision 23, real estate 
which is residential and used for homestead purposes is class 1. The market 
value of class la property must be determined based upon the value of the 
house, garage, and land. 

The first $68,000 of market value of class la property has a net tax eapaeit-y 
911$; fig of one percent of its market value and a gross 1-it-X eapaei-ty E g of 
2.17 percent of its market value. The market value of class la property that 
exceeds $68,000 but does not exceed $100,000 has a tax eapaeit-y g:_1_a_s_§ ra_w of 
2:5 _t_w_o_ percent of its market value. The market value of class la property that 
exceeds $100,000 has a tax eapaeity cl_a§§ % of -3.-3 fli_rgg percent of its market 
value. 

(b) Class lb property includes real estate or manufactured homes used for 
the purposes of a homestead by 

( 1) any blind person, if the blind person is the owner thereof or if the blind 
person and the blind person’s spouse are the sole owners thereof; or 

(2) any person, hereinafter referred to as‘ “veteran,” who: 

(i) served in the active military or naval service of the United States; and 

(ii) is entitled to compensation under the laws and regulations of the United 
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States for permanent and total service-connected disability due to the loss, or 
loss of use, by reason of amputation, ankylosis, progressive muscular dystro- 
phies, or paralysis, of both lower extremities, such as to preclude motion without 
the aid of braces, crutches, canes, or a wheelchair; and 

(iii) with assistance by the administration of veterans alfairs has acquired a 
special housing unit with special fixtures or movable facilities made necessary by 
the nature of the veteran’s disability, or the surviving spouse of the deceased 
veteran for as long as the surviving spouse retains the special housing unit as a 
homestead; or 

(3) any person who: 

(i) is permanently and totally disabled and 

(ii) receives 90 percent or more of total income from 

(A) aid from any state as a result of that disability; or 

(B) supplemental security income for the disabled; or 

(C) workers’ compensation based on a finding of total and permanent dis- 
ability; or 

(D) social security disability, including the amount of a disability insurance 
benefit which is converted to an old age insurance benefit and any subsequent 
cost of living increases‘; or 

(E) aid under the Federal Railroad Retirement Act of 1937, United States 
Code Annotated, title 45, section 228b(a)5§ or 

(F) a pension from any local government retirement fund located in the 
state of Minnesota as a result of that disability; or 

(iii) whose household income as defined in section 290A.O3, subdivision 5, 
is 150 percent or less of the federal poverty level. 

Property is classified and assessed pursuant to clause (1) only if the commis- 
sioner of jobs and training certifies to the assessor that the owner of the property 
satisfies the requirements of this subdivision. 

Permanently and totally disabled for the purpose of this subdivision means 
a condition which is permanent in nature and totally incapacitates the person 
from working'at an occupation which brings the person an income. The first 
$32,000 market value of class lb property has a net tax ea-paeit-y glai gig of .4 
percent of its market value and a gross tax eapaeit-y ra_te of .87 percent of 
its market value. The remaining market value of class lb property has a gross or 
net tax eapaeity E using the rates for class 1 or class 2a property, 
whichever is appropriate, of similar market value. 
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(c) Class 1c property is commercial use real property that abuts a lakeshore 
line and is devoted to temporary and seasonal residential occupancy for recrea- 
tional purposes but not devoted to commercial purposes for more than 2300 2_2§ 
days in the year preceding the year of assessment, and that includes a portion 
used as a homestead by the owner, which includes a dwelling occupied _a§ a 
homestead by a shareholder 9_f a corporation mat 9_w_n_§ th_e resort g a_ partner ir_1 
Q partnership thg owns tli_e resort, even i_f t_l1g tii t_o th_e homestead _i§ hLl<1 py 
tfi coi_'poration pi; partnership. Class 1c property has a tax eapaeity glass % of 
:9 A percent 9_f fl1_e fi_r§’g $32,000 pf market value Q taxes payable i_g 1990, Q 
percent 91' _t_l_1§ $1 $32,000 9_f market value fir taxes payable Q 1991, § percent 
o_f E jg $32,000 _o_f_‘ market value flag taxes payable i_n_ 1992, apd 9_n_e percent 
of market value _ip excess 91' $32,000 @ taxes payable _i_1_1_ 1990, 1991, _2md_ 1992, 
ad gn_e percent o_f total market value _f_q taxes payable _I_I_1_ 1993 an_d thereafter 
with the following limitation: the area of the property must not exceed 100 feet 
of lakeshore footage for each cabin or campsite located on the property up to a 
total of 800 feet and 500 feet in depth, measured away from the lakeshore. 

(d—)Fertaaeesleviedin+9S8;pa=y&blein+989enly;thetaaetebepaiden 
elass+aerelass+bprepertyshaHberedueedby§4pereentefthetmeimpesed 
enthefirst$68;099efm&rleet~=&lue: Jlheanieunteft-hereduet-ienehallnet 
eaeeeeé$—7—2§: 

Sec. 4. Minnesota Statutes 1989 Supplement, section 273.13, subdivision 
23, is amended to read: 

Subd. 23. Class 2. (a) Class 2a property is agricultural land including any 
improvements that is homesteaded. The market value of the house and garage 
and immediately surrounding one acre of land that does not eaeeeeé $653900 has 
aaettaxeapaeityefrwépereentefmarketvalueaadagresstaxeepeeityef 
-l-.-7—5pereerrtefmarket=value: 5l1heexeessmarketvalueever$6§;00Ghasata* 
eapaeity of 2-2 percent lg pl;_e_ same class rates a_s class g property under 
subdivision 22. If the market value of the house, garage, and surrounding one 
acre of land is less than $6-5:009 $100,000, the value of the remaining land 
including improvements equal to the difference between $6§;000 $100,000 and 
the market value of the house, garage, and surrounding one acre of land has a 
net tax eapaeity @ pg of -1—.l-2 ,1 percent of market value and a gross tax 
eapaeityeflfiépereentefmefleetvalueibrthefirstaaéaereseflanéanéthe 
rem&iningwlueever320aereshasanetmxeapaeityef4=%9§pereentefmarket 
value and a gross tax eapaeit-y E page of 1.75 percent of market value. The 
remaining value of class 2a property over the $6-5:900 $100,000 pf market value 
that does not exceed 320 acres has a net tax eepaeity pg E of -l—.44 g 
percent of market value fpr_ taxes payable i_n 1990, 31 percent _o_f market value 
fg fig payable i_11 1991, _a_i3_d Q percent o_f market value fig ‘uni payable i_n £2 E thereafter, and a gross tax eapaeity gli patp of 2.25 percent of market 
value. The remaining property over the $6—5;000 $100,000 market value in excess 
of 320 acres has a net tax eepaeity g of -l—.66§ L7 percent of market 
value Q taxes payable i_n 1990, Q percent o_f market value Q taicjeas payable i_n 
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1991, 113 _l._5» percent o_f market value for taxes payable i_n 1992 ad thereafter, 
and a gross tax capacity of 2.25 percent of market value. 

(b) Class 2b property is (1) real estate, rural in character and used exclusive- 
ly for growing trees for timber, lumber, and wood and wood products; and (2) 
real estate that is nonhomestead agricultural land. Class 2b property has a net 
t-are ea-peeity _ql§§ go; of -l-:66-5 _l._Z percent of market value Q payable Q 
1990, Lg percent o_f market value @ taxes payable i_n 1991, an_d Q percent o_f 
market value Q taxes payable i_n 1992 ap_d_ thereafter, and a gross tax eepaeit-y 

gte of 2.25 percent of market value. 

(c) Agricultural land as used in this section means contiguous acreage of ten 
acres or more, primarily used during the preceding year for agricultural pur- 
poses. Agricultural use may include pasture, timber, waste, unusable wild land, 
and land included in federal farm programs. 

(d) Real estate of less than ten acres used principally for raising poultry, 
livestock, fruit, vegetables or other agricultural products, including the breeding 
of fish for sale and consumption if the fish breeding occurs on land zoned for 
agricultural use, shall be considered as agricultural land, if it is not used primari- 
ly for residential purposes. The term “agricultural products” as used in the 
preceding sentence means any of the products identified in section 273.111, 
subdivision 6, clause (2). “Agricultural purposes” as used in this section means 
the raising or cultivation of agricultural products. 

(e) If a parcel used for agricultural purposes is also used for commercial or 
industrial purposes, including but not limited to: 

(l) wholesale and retail sales; 

(2) processing of raw agricultural products or other goods; 

(3) warehousing or storage of processed goods; and 

(4) office facilities for the support of the activities enumerated in clauses (1), 
(2), and (3), 

the assessor shall classify the part of the parcel used for agricultural purposes as 
class 1b, 2a, or 2b, whichever is appropriate, and the remainder in the class 
appropriate to its use. The grading, sorting, and packaging of raw agricultural 
products for first sale is considered an agricultural purpose. A greenhouse or 
other building where horticultural or nursery products are grown that is also 
used for the conduct of retail sales must be classified as agricultural if it is 

primarily used for the growing of horticultural or nursery products from seed, 
cuttings, or roots and occasionally as a showroom for the retail sale of those 
products. Use of a. greenhouse or building only for the display of already grown 
horticultural or nursery products does not qualify as an agricultural purpose. 

The assessor shall determine and list separately on the records the market 
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value of the homestead dwelling and the one acre of land on which that dwelling 
is located. If any farm buildings or structures are located on this homesteaded 
acre of land, their market value shall not be included in this separate determina- 
tion. 

Sec. 5. Minnesota Statutes 1988, section 273.13, subdivision 24, is amended 
to read: 

Subd. 24. CLASS 3. (a) Commercial; a_ric_1 industrial; property and utility 
_rga_l _a_r_1d_ personal property, except _qla_§ _5 property Q identified i_1_1_ subdivision 
3_1_, clause Q), is class 3a. It has a taae eapaeity @ gig of 3.3 percent of the 
first $100,000 of market value §o_r taxes payable i_n 1990, _3_£ percent _f_qg taxes 
payable _i_r_1_ 1991, _3._l_ percent Q“ taxes payable i_n 1992, El three percentQ 
taxes payable i1_1_ 1993 gpg thereafter, and -5.—2—5 _;Q6_ percent of the market value 
over $100,000. Fertaaeespa=yablein+99-lythe-§r2—519ereen-trateshallbeéil 
pereent&nd£ertaxespayablein+99%endsubsequentyearstherateshal1be 
5:-1-5 percent. In the case of state-assessed commercial, industrial, and utility 
property owned by one person or entity, only one parcel has a tax eepeeit-y 8-3 
percent reduced plis % _o_n_ t_h_e_ _f1_I_‘§1_: $100,000 pf market y_§l_u_e. In the case of 
other commercial, industrial, and utility property owned by one person or enti- 
ty, only one parcel in each county has a tax eapeeity of 3-3 percent reduced pl_aps_ 
§§_t_6_ 93 the E $100,000 pf market yzgig. 

(b) Employment property defined in section 469.166, during the period 
provided in section 469.170, shall constitute class 3b and has a tent eapaeit-yE 
r_at_e_ of 22-5 at percent of the first $50,000 of market value and -3.—5 _3._§ percent of 
the remainder, except that for employment property located in a border city 
enterprise zone designated pursuant to section 469.168, subdivision 4, para- 
graph (c), the tax eapaeit-y pl_gs_s ;2_t_t_e of the first $100,000 of market value is 3.—3 
percent and the tax eapaeit-y 5% fig of the remainder is 4-.-8 pereent deter- 
mined under paragraph (31), unless the governing body of the city designated as 
an enterprise zone determines that a specific parcel shall be assessed pursuant to 
the first clause of this sentence. The governing body may provide for assessment 
under the first clause of the preceding sentence only for property which is 
located in an area which has been designated by the governing body for the 
receipt of tax reductions authorized by section 469.171, subdivision 1. 

Sec. 6. Minnesota Statutes 1988, section 273.13, subdivision 25, is amended 
to read: 

Subd. 25. CLASS 4. (a) Class 4a is residential real estate containing four or 
more units and used or held for use ‘by the owner or by the tenants or lessees of 
the owner as a residence for rental periods of 30 days or more. Class 4a also 
includes hospitals licensed under sections 144.50 to 144.56, other than hospitals 
exempt under section 272.02, and contiguous property used for hospital pur- 
poses, without regard to whether the property has been platted or subdivided. 
Class 4a property has a tax eapeeity gags ggtg of 45-1‘ gfi percent of market value. 
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(b) Class 4b includes: 

(1) residential real estate containing less than four units, other than seasonal 
residential, E recreational; and 9 structure having fi-V6 or more stories that is 
eenstrueteémithmatefiaismeefingtherequirementsfertypeierfleenstnie 
fienasdefinedin+hestatebuiidingeede;99pereentermereefwhiehisuseéer 
istebeasedasa-partmentheusingfer&periedef49yearsfrenethedateef 

whichever -is the earlier date; 

(2) post-secondary student housing not to exceed one acre of land which is 
owned by a nonprofit corporation organized under chapter 317 and is used 
exclusively by a sorority or fraternity organization for housing; 

(3) manufactured homes not classified under any other provision; 

(4) a dwelling, garage, and surrounding one acre of property on a nonhomes- 
tead farm classified under subdivision 23, paragraph (b); whieh has a ii-6-IE especi- 
ty of 24 percent ef market value. 

Class 4b property has a tax eapaeity class % of -3.—5 Q percent of market 
value;exeepta'spre¥idedinelause(4-). 

(c) Class 4c property includes: 

-(1) a structure that is situated on real property that is used for housing for 
the elderly or for low and moderate income families. as defined by Title II of the 
National Housing Act or the Minnesota housing finance agency law of 1971 or 
rules promulgated by the agency pursuant thereto and financed by a direct 
federal loan or federally insured loan or a loan made by the Minnesota housing 
finance agency pursuant to the provisions of either of those acts and acts amend- 
atory thereof. This clause applies only to property of a nonprofit or limited 
dividend entity. Property is classified as class 4c under this clause for 15 years 
from the date of the completion of the original construction or substantial 
rehabilitation, or for the original term of the loan; 

(2) a structure that is: 

(i) situated upon real property that is used for housing lower income fami- 
lies or elderly or handicapped persons, as defined in section 8 of the United 
States Housing Act of 1937, as amended; and 

(ii) owned by an entity which has entered into a housing assistance pay- 
ments contract under section 8 which provides assistance for 100 percent of the 
dwelling units in the structure, other than dwelling units intended for manage- 
ment or maintenance personnel. Property is classified as class 4c under this 
clause for the term of the housing assistance payments contract, including all 
renewals, or for the term of its permanent financing, whichever is shorter; and 
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(3) a qualified-low-income building that (i) receives a low-income housing 
credit under section 42 of the Internal Revenue Code of 1986, as amended 
through December 31, -1-984 _1_9§§; or (ii) meets the requirements of that section. 
Classification pursuant to this clause is limited to buildings the construction or 
rehabilitation of which began after May 1, 1988, and to a term of 15 years. 

For all properties described in clauses (1), (2), and (3) and in paragraph (d), 
the market value determined by the assessor must be based on the normal 
approach to value using normal unrestricted rents. The land on which these 
structures are situated has a tear capacity 9%‘ 8.—5 percent ef market value _th_e_ pl_a_s_s_ 
pg giyg in paragraph (b_) if the structure contains fewer than four units, and 
4.—l percent ei-‘ market value 1l_1_q _c_l_2Ls§ pg giifl Q paragraph (Q) if the structure 
contains four or more units. 

(4) a parcel of land, not to exceed one acre, and its improvements or a 
parcel of unimproved land, not to exceed one acre, if it is owned by a neighbor- 
hood real estate trust and at least 60 percent of the dwelling units, if any, onall 
land owned by the trust are leased to or occupied by lower income families or 
individuals. This clause does not apply to any portion of the land or improve- 
ments used for nonresidential purposes. For purposes of this clause, a lower 
income family is a family with an income that does not exceed 65 percent of the 
median family income for the area, and a lower income individual is an individ- 
ual whose income does not exceed 65 percent of the median individual income 
for the area, as determined by the United States Secretary of Housing and 
Urban Development. For purposes of this clause, “neighborhood real estate 
trust” means an entity which is certified by the governing body of the municipal- 
ity in which it is located to have the following characteristics: (a) it is a 
nonprofit corporation organized under chapter 317; (b) it has as its principal 
purpose providing housing for lower income families in a specific geographic 
community designated in its articles or bylaws; (c) it limits membership with 
voting rights to residents of the designated community; and (d) it has a board of 
directors consisting of at least seven directors, 60 percent of whom are members 
with voting rights and, to the extent feasible, 25 percent of whom are elected by 
resident members of buildings owned by the trust; and 

(5) except as provided in subdivision 22, paragraph (c), real property devot- 
ed to temporary and seasonal residential occupancy for recreation purposes, 
including real property devoted to temporary and seasonal residential occupancy 
for recreation purposes and not devoted to commercial purposes for more than 
299 Q; days in the year preceding the year of assessment. For this purpose, 
property is devoted to commercial use on a specific day if it is used, or offered 
for use, and a fee is charged for the use. Class 4c also includes commercial use 
real property used exclusively for recreational purposes in conjunction with class 
4c property devoted to temporary and seasonal residential occupancy for recrea- 
tional purposes, up to a total of two acres, provided the property is not devoted 
to commercial recreational use for more than 9.199 _2_25_ days in the year preceding 
the year of assessment and is located within two miles of the class 4c property 
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with which it is used. Class 4c property classified in clauses (5) and (6) also 
includes the remainder of class lc resorts and has a tax eapaei-t-y ef 276 percent 
of market value; exeept t-hat neneemmereial seasenel reereat-ienal property has a 
taaeeapaeityef2r3-pereen-te-fnearleetvalue; and 

(6) real property up to a maximum of one acre of land owned by a nonprofit 
community service oriented organization; provided that the property is not used 
for a revenue-producing activity for more than six days in the calendar year 
preceding the year of assessment and the property is not used for residential 
purposes on either a temporary or permanent basis. For purposes of this clause, 
a “nonprofit community service oriented organization” means any corporation, 
society, association, foundation, or institution organized and operated exclusive- 
ly for charitable, religious, fraternal, civic, or educational purposes, and which is 
exempt from federal income taxation pursuant to section 501(c)(3), (10), or (19) 
of the Internal Revenue Code of 1986, as amended through December 31, +986 
lfl. For purposes of this clause, “revenue-producing activities” shall include 
but not be limited to property or that portion of the property that is used as an 
on-sale intoxicating liquor or nonintoxicating malt liquor establishment licensed 
under chapter 340A, a restaurant open to the public, bowling alley, a retail store, 
gambling conducted by organizations licensed under chapter 349, an insurance 
business, or office or other space leased or rented to a lessee who conducts a 
for-profit enterprise on the premises. Any portion of the property which is used 
for revenue-producing activities for more than six days in the calendar year 
preceding the year of assessment shall be assessed as class 3a. The use of the 
property for social events open exclusively to members and their guests for 
periods of less than 24 hours, when an admission is not charged nor any reve- 
nues are received by the organization shall not be considered a reve- 
nue-producing activity; and 

Class 4c property eiassifiee} under elauses (-1-); (2-); (3); and (49 has a tax 
eapaeity class page of £.—5 Q percent of market value. 

(d) Class 4d property includes any structure: 

(i) situated on real property that is used for housing for the elderly or for 
low and moderate income families as defined by the farmers home administra- 
tion; 

(ii) located in a municipality of less than 10,000 population; and 

(iii) financed by a direct loan or insured loan from the farmers home admin- 
istration. Property is classifled under this clause for 15 years from the date of 
the completion of the original construction or for the original term of the loan. 

Thelr5pereentaad£r5pereentta*eapaeit-yassignmentsapplytethe 
properties deseribeé gtes in paragraph (c), clauses (1), (2), and (3) and this 
clause apgly t_o gig properties described Q ;lie_rn, only in proportion to occupan- 
cy of the structure by elderly or handicapped persons or low and moderate 
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